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PUBLIC 
ACCOUNTANCY 
LEGISLATION 
By I. B. McGladrey 
President, Iowa Society of Certified Public 
Accountants 
Public Accountancy Legislation 
Public accounting consists, in general, of the 
verification and analysis of financial records and 
their interpretation thru statements and reports, 
the installation of bookkeeping and accounting sys-
tems, the preparation and correction of tax returns, 
particularly those pertaining to income tax, and the 
conduct of special investigations. Bookkeeping, on 
the other hand, pertains mainly to recording finan-
cial transactions in books of account. 
The public, as such, is not interested in the fit-
ness of the bookkeeper, that being a matter of con-
cern only to the employer. In the work of the pub-
lic accountant, however, the public usually becomes 
an interested third party. For instance, when a cor-
poration engages a public accountant to audit its 
books, the resultant audit report may be used as a 
basis for obtaining credit from banks and others, 
and for the sale of its stocks or bonds. The Gov-
ernment is interested in the integrity of the work 
done by public accountants in income tax matters. 
As a consequence all of the States have enacted 
laws pertaining to the practice of public accounting. 
The oldest of such laws was passed 33 years ago. 
These laws, in general, created Boards of Account-
ancy which were authorized to grant certificates as 
Certified Public Accountants to applicants able to 
pass written examinations, and to revoke such cer-
tificates for cause. 
No one was allowed to hold himself out to the 
public as a Certified Public Accountant unless he 
was the holder of an unrevoked certificate, but any-
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one who wished to do so could practice public ac-
counting without passing any examination and with-
out registration by the State Board of Accountancy. 
Such practitioners are usually called "Public Ac-
countants" as distinguished from "Certified Public 
Accountants" who are holders of certificates as such. 
Most of these laws provided for the issuance 
of certificates by waiver, that is without examina-
tion, to those in practice at the date such laws went 
into effect. 
Iowa's public accounting law was passed in 1915 
and embodies, in the main, the features outlined 
above. 
Owing to the fact that under such laws State 
Boards of Accountancy have no control over the fit-
ness or professional practices of those practicing as 
Public Accountants, and that, if the Board should 
revoke the certificate of a Certified Public Account-
ant for malpractice he could continue to practice 
without let or hindrance as a Public Accountant, 
within recent years eight States have passed laws 
which really regulate the practice of public account-
ing. 
These new regulatory laws provide, in general, 
for the registration of all Public Accountants in 
practice at the date such laws go into effect, and 
thereafter no one is allowed to practice except such 
registered practitioners and the regular Certified 
Public Accountants. This does not prevent any duly 
authorized practitioner from hiring anyone he 
chooses as an assistant, but the registered practi-
tioner is always responsible for the work and fitness 
of such assistant. 
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The entire practice of public accounting is thus 
under the control of the State Boards of Accountan-
cy in States having such laws, and unprofessional 
and unethical practice of such a nature as to be pre-
judicial to the interests of the public can be checked. 
Future entrants into the profession come in by 
way of the regular examination for Certified Public 
Accountants. No change is made in any way in the 
status of the Certified Public Accountant under such 
regulatory laws, but the Public Accountant is given 
a recognition and a regulation he has not hitherto 
had. 
There is no reason for the enactment of regu-
latory legislation except the public need. Since the 
war the number of public accountants has increased 
very rapidly. First the cost-plus type of contract 
and the increased necessity for keeping records and 
having audits which the income tax laws stimulated, 
and later the general industrialization of the coun-
try and amalgamations and consolidations of many 
concerns into larger units necessitated a much great-
er use of the services of the public accountant. This, 
together with the general impression that it was 
an occupation that could be prepared for quickly 
and easily and that the emoluments therefrom were 
exceedingly lucrative, has made it a goal for youth-
ful ambitions with the result that a larger percent-
age of inexperienced, poorly prepared, and, in some 
cases, unscrupulous persons, have entered the field 
than heretofore. 
Business conditions have undergone a funda-
mental change during this same period. The owner-
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ship of many, if not most, corporate concerns is now 
very diverse and widely held. Stocks and bonds are 
no longer expected to be retained by the financial 
houses which underwrite them, but are floated for 
the profits arising in the first instance, with the 
avowed intention of resale. A few years ago only 
the comparatively wealthy were interested in such 
securities, but now a large part of our citizenship 
has joined the investing class and the necessity for 
independent and reliable audit statements has great-
ly increased. The public has an interest, therefore, 
in the dependability and professional ability of the 
public accountant which it did not have prior to the 
present development of the corporate plan of man-
agement and prior to the time when securities of all 
kinds were marketed in such amounts as to be avail-
able to the small investor as well as the large. This 
legitimate interest of the public deserves to be pro-
tected. 
The increase in the number of Certified Public 
Accountant certificates during this time is illustrated 
by figures contained in a recent article written by 
D. W. Springer, secretary of the American Society 
of Certified Public Accountants. He states that dur-
ing the twenty-one years preceding 1918 only 3401 
such certificates had been issued in the United States. 
Since then, 9812 certificates have been granted. Mr. 
Springer further states that there are over 9400 
Certified Public Accountants now in practice, all of 
whom obtained their certificates by written exam-
ination except 727 holders of waiver certificates. Of 
these 727 waiver men, one-sixth belong to one State 
which has opened its waiver three times. 
6 
The State referred to above granted Certified 
Public Accountant certificates without examination 
to certain classes of Public Accountants. Those left 
out in the cold later demanded and obtained a re-
opening of the waiver, part of them being granted 
certificates. The balance, being still more dissatis-
fied now that so many had been accommodated, again 
demanded the re-opening of the waiver. This was 
done, but the remaining moiety clamored as loudly 
to be let in. To date their pleadings have been in 
vain. 
Mr. Springer estimates that the value of the 
standing of the certificates among other States was 
halved when the second batch of waivers was is-
sued and quartered when the third lot of waivers 
was granted. 
Admitted that mistakes were made in issuing 
some original waiver certificates, the public injury 
would be intensified by another error. Conditions 
now are widely different from what they were when 
the original accountancy laws were passed. Then 
only a comparatively small number of persons were 
practicing and something had to be done to set up 
the machinery of operating the law. All professions 
were confronted with the same problem when their 
professional standards were first set up. No such 
reason for granting waivers exists at this time. 
There is no holder of a certificate by examina-
tion but will admit that he was a better account-
ant on account of the work and study necessitated 
by his preparation for the test. If certificates were 
given public accountants in practice without exam-
ination they would have no such compelling incen-
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tive to better their attainments as they would have 
if they prepared for an examination. 
It would appear that any law designed to regu-
late the practice of public accounting in Iowa should 
accomplish three objects: 
(a) Protection of the public. 
(b) Upholding the standards of the profession 
of public accounting to a degree at least 
equal to that of the majority of the other 
States having a like type of legislation. 
(c) Confirmation of all existing rights of all 
present practitioners. 
A law patterned after that of the majority of 
the States which have enacted such legislation would 
attain all of the objects enumerated. The Public 
Accountants now in practice would not only be al-
lowed to practice exactly as they had before, so 
long as they did so in a manner consonant with the 
public's interests, but they would be protected 
against the inroad of the now usual annual crop of 
incompetents. The status of the Certified Public 
Accountant would not be changed in any way, ex-
cept that if his certificate were revoked for cause 
he could not continue to practice against the inter-
ests of the public as a Public Accountant in defiance 
of the Board of Accountancy. The public would gain 
through the protection afforded by the regulation 
exercised by the Board. 
It would seem that the public should be allowed 
the liberty to choose whether it would be served by 
a practitioner who had measured up to a standard 
of requirements or by one who had not. If certifi-
cates were granted without examination to Public 
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Accountants at this time the public would be denied 
this choice. 
Since the first accounting law was passed in 
Iowa in 1915, approximately 10,000 applicants have 
passed the written certified public accountant exam-
inations in the United States, and have been granted 
certificates. These examinations were open to all 
who had the moderate educational requirements. It 
has been the only standard which has been set up 
to determine the fitness of practitioners. The work 
of the men who have passed these examinations in 
the past and the standards set up for them have 
created a value for the certificate which has caused 
those who have been unable or unwilling to pass 
the test to desire to secure it by some easier means. 
There have been, therefore, constant efforts on 
the part of non-certified practitioners to secure by 
legislation the coveted certificate. It would appear 
to be principally a question as to whether the pub-
lic would be benefited by a re-opening of the waiver 
in deciding whether to do so or not. The rights 
of the non-certified men are fully protected in en-
acting regulatory legislation when they are granted 
authorizations to practice without examination. If 
they desire the additional evidence of fitness indi-
cated by the certified public accountant certificate, 
the way is open for them to obtain it the same as 
for the thousands of others who have already done 
so. 
The United States Board of Tax Appeals in de-
ciding who should be allowed to practice before it, 
made the ruling that only attorneys who had been 
admitted to the bar, and accountants who had been 
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issued certified public accountant certificates, by 
their respective States should be so admitted to 
practice. In making this ruling the Tax Board have 
stated that they felt compelled to admit only those 
who had measured up to some recognized standards. 
The examinations used in Iowa are those pre-
pared by the American Institute of Accountants and 
are identical with those in use in 34 other States. 
As an additional evidence of the fairness of the 
requirements, the papers are first graded by the 
Institute and are then returned without markings 
to be graded by the Iowa Board of Accountancy. 
There has been no instance where the Iowa Board 
failed a candidate who had been passed by the In-
stitute. 
There are at present only five holders of waiver 
certificates in practice in Iowa. Even this small 
number is greatly in excess of the average percent-
age for the United States. If the waiver were re-
opened at this time the disproportion would be such 
that the Iowa certificate would lose most of its stand-
ing throughout the country. 
This would be manifestly unfair to those who 
are now preparing in our Colleges and Universities 
to enter the profession, and to those who might in 
future decide to do so, all of whom would have to 
come in through the regular examination. The 
value of the certificate would be so cheapened that 
the best and brightest of these young men would 
endeavor to secure certificates in States where the 
certificate had more value, and the future of the 
profession in our State would be seriously injured. 
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The fear of some non-certified men that their 
rights might not be fully protected by regulatory 
legislation which does not provide for issuance to 
them of waiver certificates should be dispelled by 
the experience of their brethren in States which 
have enacted this type of legislation. In no case, 
apparently, has there been the slightest evidence of 
any such discrimination. 
Inquiries were recently sent out to Boards of 
Accountancy in all the States and Territories, re-
questing information as to whether, since the orig-
inal accountancy laws were passed, any certified 
public accountant certificates had been issued by 
waiver or upon oral examination. Replies have al-
ready been received from the majority of such 
Boards, and in only two cases have certificates been 
issued except upon the regular written examination. 
In the two States referred to the results have been 
injurious to the public and little short of disastrous 
to the profession. 
Some of the non-certified practicing accountants 
in Iowa have written that they do not desire to be 
given certificates which would have little or no value, 
and which would lower the standards of the entire 
profession. They state that they expect to write 
the regular examination, and when they do obtain 
a certificate they want it to mean something. 
In Canada the professional standards for public 
accounting practitioners are high. In some of the 
Provinces five years practical experience is required, 
and the applicant must pass three written examina-
tions, one at the beginning, another in the middle 
of, and the last at the end of such period to obtain 
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the equivalent of a certified public accountant cer-
tificate. 
In all of the professions the tendency is to raise 
the professional standard, and in this way only can 
progress be made. Accountancy has been called the 
handmaiden of business. Can the business interests 
of Iowa afford to have the. profession, which more 
than any other functions as a business compass, 
placed on a distinctly lower plane by issuance of 
certificates to those who have not proved their fit-
ness by measuring up to the only satisfactory stand-
ard, the written examination? 
Oral examination, or the writing of a thesis, 
are sometimes advocated as substitutes for the 
written examination. Accountancy is not a profes-
sion, however, in which a candidate can demonstrate 
his fitness by his tongue. A blind man or one with-
out hands might pass an oral examination, but he 
would not make a satisfactory accountant. Many 
large accounting firms now give examinations to 
determine the fitness of applicants for positions on 
their staffs as assistants. These examinations are 
written, as it is felt that only by actually working-
out problems similar to work they may later be 
expected to do can their fitness be properly tested. 
These firms are doing this for their own protection. 
They feel that neither a glib tongue nor the writ-
ing of an essay can demonstrate ability in work 
which consists largely in the handling of figures. 
It is sometimes urged that any public account-
ant who can remain in practice for a considerable 
time, say five years, or ten years, must be a good 
practitioner or he could not survive competition, and 
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that he should be granted a certificate. It has been 
found, however, that mere ability to survive alone 
is not the best criterion by which to measure pro-
fessional fitness. A man may be able to get enough 
work to be considered to be in practice for a life-
time and still be a pretty poor practitioner. Quacks 
in any profession, whether medicine or accountancy, 
will always have a certain following. The better 
class of practitioners among the non-certified public 
accountants commonly do not desire to receive a 
certificate until they demonstrate their fitness by 
passing the regular test and such men, because of 
their ability, usually do not have any difficulty in 
eventually passing the examination. 
It would appear that, taking into account all 
of the factors of the situation, the type of regula-
tory accountancy legislation which serves the best 
interests of both the public and the profession is 
that which gives adequate protection to the public 
and confirms all of the rights of all practicing ac-
countants at date of enactment, but which provides 
for issuance of certified public accountant certifi-
cates only upon the standard written examination. 
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